SBOA Audits

Chase Lenon CPA, CGFM, CFE
Director of Audit Services
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*Website — https://www.in.gov/sboa/444§13

*Phone — (317) 232-2512

*Email — Schools.Townships@sboa.in.gov
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Audits

*How often are you audited?

* Risk Based Criteria IC 5-11-1-25
* Not to exceed once every four (4) years

*Types of Engagements:

* Financial Audit

e Federal Audit (Single Audit)
* Compliance Reviews

* Special Investigation
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Types of SBOA Engagements T el

Single Audit
* Required for Townships that exceed the threshold of federal grant expenditures

Audit
* Required for Townships that have outstanding debt

Compliance
* Required for Townships that do not have outstanding debt, but are assessed at a High level of risk

Centralized Compliance

* Required for Townships that do not have outstanding debt, but are assessed at a Moderate or Low
level of risk

Special Investigation

* Required for Townships in which the SBOA had determined a need to review specific areas for a
specific time period
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*Engagement Strategies *gs,;u o

*Director: Sommer Cannon
* Contact: EngagementStrategies@sboa.in.gov

*More efficient and less costly
audits.
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Centralized Compliance Review & T

e Remote Audit

e Gateway files and other information requested via email.

* On-site assistance may be requested, if needed.

* There will still be a report issued at the end of our review.

* Only entities assessed (by the SBoA) to be low or moderate risk
allowed to be reviewed in this manner.
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* Examiners should explain objective of engagement. x 7. %
: . e * , xlx Kk
* Testing for non-compliance, obtaining assurance etc.... $ST 1902

* Explanation of Management’s responsibilities

* Informing management of fees, records to be requested,
estimated timeline of engagement.

* Please ask any.guestions if you are not clear on anything the
examiner provides or requires!
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Form 13 — Approval of Financial D a N/ *OO
S 5 __>(‘é od
tatements 4* * W * *2
A R
* Used for engagements that are not havinga ", » | T, *,
compliance review. £sT 100

*Field Examiner presents Financial Statements
from Gateway AFR Submission

* Township must sign off that these numbers match
the official record.
* If not, provide us a list of corrections!
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* Board Minutes (include to current date) T
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e #
» Resolutions £sT 100
* Contracts

* Financial Records (ledger)

e Reconcilements

* Register of Investments

* Debt Documents

* Receipts

 Payroll records
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Compliance Procedures to Expect

* Comparisons of AFR to Township ledger

* Expenditures in excess of appropriations

* Monthly bank reconcilements

e Salaries paid in accordance with contracts
* Payroll remittance to IDOR + IRS
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* Proper disbursements with supporting documentation

e Officials properly bonded
* Prior comments resolved
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Form 7 —Understanding of Internal ﬁ*\\*;//* %
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*Used for engagements that are n S5 @ *

having a compliance review

*Required per Auditing Standards
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Form 9 — Understanding the Entity and R\
't’s Environment 5*——?‘%‘(;—*0%
o R
*x |, *
*Used for engagements that are n a5 @ *

having a compliance review

*Required per Auditing Standards

State Board of Accounts

2019



Form 22 — Accumulation of Audit Ve XK/ _xQ
Differences Evaluation g*-—?‘%"*/;—*%
ok | o xS
*Used for engagements that are nof)*gs,;lgo;*
1

having a compliance review.

e|dentifies the errors we found.

*Suggest corrections if material.

* If corrections not made, audit opinion
modification
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Exit Conference

* Draft report provided and discussed.

* Chance to respond to comments (Form 4) —
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10 days.

* Corrective Action Plan discussed if repeat comments in report.

 Official’s term, email and physical addresses verified.
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1. Monthly bank accounts reconciled.

2. Make sure all schedules are complete (capital asset listing,
investments, inventory etc....).

3. Supporting documentation for expenses are in an orderly fashion.

4. Check that employee pay was correct.

Withholding filings (W-2/941/WH3), form 17, and entries in the
ledger to paychecks and contracts.

5. Verify policies are updated.
6. Come with a list of questions!
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Tips

* During the year track restricted grants, gifts, donatioﬁ’s)*eic...

* Keep internal control documentation and supporting
documentation together.

* Respond quickly to inquiries — smaller audit bill.

e Establish an ‘auditor’ file:

* Could include: regulatory agency correspondence, contracts,
lawsuits, reconciliations...
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Ask Us Questions!

*HB 1031 — repeat comments have x* LT *
consequences. £sT. 100

* Make sure to get an idea on how to fix problems
before the examiner leaves.

* If not, contact us at schools.townships@sboa.in.gov

*Implement fixes immediately!

*4 year audit cycles —a comment could only
pertain to one year, overshadows compliant years.
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What Not To Do T el

* Panic!

* Try to hide things — we are here to help!
* The auditor should be viewed as a resource, not an adversary.

* Be afraid to ask questions.

* Try not to look at an audit as something to complicate your

lifel

* An audit is a irreplaceable tool to ensure your finances are in order.
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Statement of Engagement Cost S \(";/*

* Includes:

*
- * o ok lx Kk
1. Number of days spent on the audit. & ®

2. Daily/hourly rate.

3. Report processing fees.

* NOT an invoice that is to be paid!!
* An invoice of these audit costs will be sent to your County for payment.
* Taken out of the Township’s next distribution from the County.
* Please keep this statement as documentation.

* Allowable to use any of the property tax funds to cover audit costs.
* Township fund can reimburse the fund in which it was withheld by the County.
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Audit Reports
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Findings y \(";/* c

1. Audit Result and Comment (ARC) A * *
* Written Comment $S'I'. 190°

2. Management Letters

 Letter to official/board
* Did not rise to the level of “Significant and Impactful”

3. Verbal Comments

e Verbally communicated
* Didn’t rise to level of management level, but still warrants attention to official

4. Federal findings
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Failure to Report Misappropriation of &
Funds :*——;—"— 2 *C

*|C5-11-1-27(l) * o
*Audit Finding 100% of instances

*Telephone, email, website acceptable
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* “The Annual Financial Report filed on
Gateway for 20XX contained errors and did
not match the Township’s records”.

* Email Gateway@sboa.IN.gov — for AFR questions.
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Internal Control Related to Township
Disbursements
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* “The Township has failed to implement the

controls necessary to insure the proper

disbursement of township funds. No review or
control procedures have been implemented to
insure the validity of the disbursements for

authorized purposes.”
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Penalties, Interest, and Other Charges

*The Township paid penalties, interest, and
other charges to various vendors in the
amount of S because the Trustee did
not remit payments to vendors on a timely
basis.
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Establishment of Salaries

* *'*

» The Township Board did not fix the salaries offﬂ?g
Township officials and employees for the year
20XX, as required by Indiana Code 36-6-6-10(b).

*Trustee’s annual salary covers all the

duties listed in IC 36-6-4-3.
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W2s not issued = ______,_(‘_____;__*%

< * ¥

“x x| ox *
e Units are required to comply with all grant agreements, rulds, « T o«
regulations, bulletins, directives, letters, letter rulings, court E"égg)b;rﬁog*
and filing requirements concerning reports and other proceduraPT. 9
matters of federal and state agencies. Units must file accurate reports
required by federal and state agencies. Noncompliance may require
corrective action (Accounting and Uniform Compliance Guidelines

Manual for Townships, Chapter 1).

* Must withhold taxes from employees and issue W2s

* |RS requires a 1099 to be issued to employee that receives over S600
of nonemployee payments — this includes the rent paid to Trustees.
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Township Assistance Standards Q*\ .‘;//*

* “Township Assistance Standards were not established in "’** . * "
accordance with Indiana Code 12-20-5.5-1". & ok Tk N

* Requirements:

Proposed by the township trustee,

Adopted by the township board,

Filed with the board of county commissioners,

Reviewed and updated annually to reflect changes in the cost of basic

necessities in the township and changes in the law,

Published in a single written document

6. Posted in a place prominently visible in all offices where township
assistance applications are taken or processed.
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Receipts Not Deposited Timely &) *\\(";//

*Indiana Code 5-13-6-1(c) states in part: ". . .
public funds collected by township trustees
shall be deposited in the designated
depository on or before the first and
fifteenth day of each month.”
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*6-29 days late > Management Letter
*30+ days late = Audit Comment

*Report Assistance =2 Gateway@sboa.in.gov
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Surety Bonds

the Indiana Code 5-4-1-1. The bond recorded in
the County Recorder's office for 20XX was for

S instead of the required 530,000. In
addition, no bond was recorded for 20XX.
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Depository Reconciliations ) *\\\("3//

*/ndiana Code 5-13-6-1 (e/ states: "All local
investment officers shall reconcile at least
monthly the balance of public funds, as
disclosed by the records of the local officers,
with the balance statements provided by the
respective depositories.”
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Policies

The Township did not have a Contracting Policy for 20XX.

The Township did not have a Materiality Policy for 20XX.

The Township did not have a Credit/Debit/Gift Card Policy for 20XX.
The Township did not have a Travel Policy for 20XX.

The Township did not have a Investment Policy for 20XX.

The Township did not have a Employee Benefits Policy for 20XX.

The Township did not have a Overtime Policy for 20XX.
The Township did not have a Bad Debt Policy for 20XX.
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*Payments were observed which did not
contain adequate supporting
documentation, such as receipts, invoices,
and other public records for 20XX.
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Financial and Appropriation Record
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* “Financial records presented were incomplete and not
reflective of the activity of the Township. Deficiencies
included:

1. Transactions not recorded.
2. Receipts/Expenditures posted to incorrect funds”.
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Disbursements in Excess of Budget
Appropriations
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* Indiana Code 6-1.1-18-4 states in part: “...proper
officers of a political subdivision shall appropriate
funds in such a manner that the expenditures for a
year do not exceed its budget for that year as

finally determined under this article.”
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e Sources and uses of funds must be limited to those
authorized by the enabling law, ordinance/resolution, or
grant agreement. (Accounting and Uniform Compliance
Guidelines Manual for __, Chapter 1)
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Overpayment Collections
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* Units must collect any overpayments made. (Accounting
and Uniform Compliance Guidelines Manual for
Chapter 1)
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Overdrawn Cash Balances
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e The cash balance of any fund may not be reduced
below zero. Routinely overdrawn funds could be an
indicator of serious financial problems which should
be investigated by the unit. (Accounting and
Uniform Compliance Guidelines Manual for

Townships, Chapter 1)
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Questions?

2019

State Board of Accounts



	SBOA Audits
	Contact Information
	Audits
	Types of SBOA Engagements
	Centralized Engagements
	Centralized Compliance Review
	Slide Number 7
	Entrance Conference
	Form 13 – Approval of Financial Statements
	Slide Number 10
	Documentation Normally Requested
	Compliance Procedures to Expect
	Form 7 – Understanding of Internal Controls
	Form 9 – Understanding the Entity and It’s Environment
	Form 22 – Accumulation of Audit Differences Evaluation
	Exit Conference
	How Do I Prepare for an Audit?
	Tips
	Ask Us Questions!
	What Not To Do
	Statement of Engagement Cost
	Common Compliance Review Comments
	Findings
	Failure to Report Misappropriation of Funds
	Annual Financial Report Errors
	Internal Control Related to Township Disbursements
	Penalties, Interest, and Other Charges 
	Establishment of Salaries 
	W2s not issued
	Township Assistance Standards
	Receipts Not Deposited Timely
	AFR and 100-R Not Filed Timely
	Surety Bonds
	Depository Reconciliations
	Policies
	Lack of Supporting Documentation 
	Financial and Appropriation Record
	Disbursements in Excess of Budget Appropriations
	Funds Sources and Uses
	Overpayment Collections
	Overdrawn Cash Balances
	Questions?

